Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Text 

CONFIDENTIAL 

PAGE 01 LISBON 01 108 091756Z 
ACTION EUR- 12 

INFO OCT-01 ISO-OO EB-08 OMB-01 COME-OO TRSE-00 EURE-00 
SSO-OO NSCE-00 USIE-00 INRE-00 AID-05 CIAE-00 DODE-OO 
PM-04 H-01 INR-07 L-03 NSAE-00 NSC-05 PA-01 PRS-01 
SP-02 SS-15 SAJ-01 AGRE-00 /067 W 

091802Z 112694/53 

O 0917 18Z FEB 77 ZFF-6 
FM AMEMBASSY LISBON 
TO SECSTATE WASHDC IMMEDIATE 0121 
INFO AMEMBASSY BONN IMMEDIATE 

CONFIDENTIAL LISBON 1 108 

BONN FOR SYVRUD 

E.O. 11652: XGDS-4 
TAGS: EAID, ECON, PINT, PO 

SUB J : FINANCIAL ASSISTANCE FOR PORTUGAL; PROPOSED 
VISIT TO WASHINGTON OF PORTUGUESE FINANCE MINISTER 

REF: LISBON 1069 

1 . MARIO SOARES CALLED ME IN TODAY, FEB 8, TO DISCUSS WITH HIM 
AND FINANCE MINISTER PROPOSED LOAN PROGRAM AND GOP ECONOMIC 
POLICY. HE SAID GOP HAD PREPARED A FULL "PACKAGE'’ OF TOUGH 
ECONOMIC MEASURES THAT WOULD BE IMPLEMENTED DURING THE 
INTERVAL BETWEEN HIS TWO TRIPS TO EEC COUNTRIES (REFTEL). 

PACKAGE WOULD INCLUDE SUCH MEASURES AS DRAMATIC PRICE 
INCREASES (BETWEEN 50 AND 70 PERCENT) ON BASIC FOODSTUFFS, 

INCLUDING BREAD. IT WOULD ALSO INCLUDE DRASTIC MEASURES TO 
DEAL WITH INTERVENED COMPANIES THAT WERE NO LONGER SELF- 
SUSTAINING. SUCH MEASURES WERE BOUND TO PROVOKE 

SOCIAL UNREST. THE COMMUNISTS WOULD CERTAINLY 

MOBILIZE TO OPPOSE THEM, AND THE PSD WAS NOW AS ADAMANTLY 

OPPOSED TO THE GOVERMENT PROGRAM AS WERE THE COMMUNISTS. 

SOARES SAID HE FOUND IT INEXPLICABLE, BUT THE FACT 
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WAS THAT THE PSD IN THE ASSEMBLY WAS ADOPTING POSITIONS 
AS RADICAL AS THE COMMUNISTS. 

2. IN THE LIGHT OF THE PROBABLE OPPOSITION TO THE 
MEASURES SOARES FELT IT ABSOLUTELY ESSENTIAL THAT THE 
GOVERNMENT MOVE WITH FIRMNESS AND NOT VACILLATE ONCE THE 
MEASURES ARE ANNOUNCED. FOR THIS REASON, HE FELT THAT 
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PRIOR CONSULTATION WITH THE US AND THE IMF WERE NECESSARY. 

SUBJECT TO OUR CONCURRENCE, HE PROPOSED TO SEND FINANCE MINISTER 
MEDINA CARREIRA TO WASHINGTON TO CONSULT WITH THE TREASURY 
AND THE IMF. "D-DAY' 1 FOR THE MEASURES WAS FEBRUARY 25. 

MOST CONVENIENT DATES FOR MEDINA CARREIRA WOULD BE BETWEEN 
FEB 16 AND 20. HE ASKED THAT WE LET HIM KNOW IF VISIT WAS 
ACCEPTABLE AND WHEN MIGHT BE THE MOST CONVENIENT TIME FOR US. 

CARLUCCI 
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